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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed In the financial statements, including the notes, orin the
Management Letter (report of commenis and recommendations},
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Check each applicable box below. (See instructions for further detail.)

Al required component units/funds/agencies of the focal unit are inciuded in the financial statements and/or disclosed in the
reporting entity notes {o the financial statements as necessary.

There are no accumulated deficits in one or more of this unil's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1880) or the local unit has not exceeded ifs budget for expenditures,

The local unit is In compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State stalute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division,

The locai unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The loecat unit only holds deposits/investments that comply with statutery requirements,

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Builstin for
Audits of Local Units of Government in Michigan, as revised {see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezziement, which came to our attention during the course of our audit
that have not been praviously communicated to the Local Audit and Finance Division (LAFD). i there is such activity that has
not been communicated, please submit a separate report under separate cover,

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED

The loca! unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statemernt #7 and other generally
accepted accounting principles (GAAP).

The board or councii approvas all inveices prior to payment as required by charter or siatute.

To our knowledge, bank reconciliations that were reviewed were performed timely.

If 2 local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority andf/or commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)
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Street Address City Siate Zip
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INDEPENDENT AUDITOR’S REPORT

Members of the Township Board
Township of Bark River

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fuind and the aggregate remaining fund
mformation of the Township of Bark River as of and for the year ended March 31, 2007,
which collectively comprise the Township’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the Township of
Bark River’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, 1ssued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit o obtain reascnable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimaies made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
‘basis for our opinions.

In our opinion, the financial statements referred to ahove present fairly, in ali material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the
Township of Bark River as of March 31, 2007, and the respective changes in financial
position, and, where applicable, cash flows thereof for the year then ended in conformity
with accounting principles generally accepted 1n the United States of Amenca.

In accordance with Government Auditing Standards, we have also 1ssued our report dated
July 20, 2007, on our consideration of the Township of Bark River’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and

{
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compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The Management’s Discussion and Analysis and the budgetary comparison information
on pages 3 through 9, and 29 through 34, are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Township of Bark River’s basic financial statements. The
combining nonmajor fund financial statements are presented for the purpose of additional
analysis and are not a required part of the basic financial statements. The combining
nonmajor fund financial statements have been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, are fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

Anderson, Tackman & Copa v, PL.C
Certified Public Accountants

July 20, 2007
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MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of Bark River Township’s financial performance provides an overview
of the Township’s financial activities for the year ended March 31, 2007. Please read it
conjunction with the Township’s financial statements, which begin on page 10.

The Bark River Township’s discussion and analysis is designed to: (a) assist the reader in focusing
on significant financial issues; (b) provide on overview of the township’s financial activity; (c)
identify changes in the township’s financial position (its ability to address the next and subsequent
vear challenges); (d) identify any material deviations from the approved budget; and (¢) identify any
1SSHES OF concerns.

FINANCIAL HIGHLIGHTS
- Net assets for the Township were reported at $ 1,263,462,

- The Township’s expenses for the year totaled $291,968, while revenues from all sources
totaled $434,295, resulting in an increase in net assets of' $142,327.

- The General Fund reported an increase in fund balance of $76,012 compared to a decrease of
$53,479 in 2006. This was after revenues of $271,090 compared to $229,025 in 2006, and
expenditures of $274,473 compared to $279,759 in 2006.

- The Township reported a new fund in 2007; the Sewer Construction Fund. This fund reports
the activities surrounding the construction of a sewer system for the Township’s residents.
Total revenues were $84,920 entirely from a state grant, while expenditures were $266,614.
The township also received loan proceeds of $240,000 for sewer construction. A transfer
was made from the Sewer Construction Fund to the General Fund to cover project costs
which were paid for by General Fund.

- The Township also established a Sewer fund (a proprietary/business-type activity) which will
record all of the debt and capital assets of the project and when the system is up and running,
will also account for revenue collected from users of the system as well as expenses incurred
for operating the system.

USING THIS REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and
Statement of Activities (on pages 10 and 11) provide information about the activities of the
Township as a whole and present a longer term view of the Township’s finances. Fund financial
statements start on page 12. For governmental activities, these statements tell how services were
financed in the short term as well as what remains for future spending. Fund financial statements
also report the Township’s operations in more detail than the government-wide financiali statements
by providing information about the Township’s most significant funds. The remaining statement
provides financial information about activities for which the Township acts solely as a trustee or
agent for the benefit of those outside of the Township.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued):

Reporting the Township as a whele
Statement of Net Assets and the Statement of Activities

Our analysis of the Township as a whole begins on page 6. One of the most important questions
asked about the Township’s finances; “Is the Township as a whole better off or in worse condifion as
atesult of the year’s activities?” The Statement of Net Assets and the Statement of Activities report
information about the Township as a whole and about its activities in a way that helps answer this
guestion. These statements include all assets and habilities using the accrual basis of accounting,
which is similar to the accounting used by most private sector companies. All of the current year’s
revenues and expenses are taken into account regardless of when cash is received or paid. These two
statements report the Township’s net assets and changes in them. You can think of the Township’s
net assets- the difference between assets and liabilities- as one way to measure the Township’s
financial health, or financial position. Over time, increases or decreases it the Township’s net
assets are one indicator of whether its financial health is improving or deteriorating. You will need to
consider other non-financial factors, however, such as changes 1 the Township’s property fax base
to assess the overall financial health of the Township.

In the Statement of Net Assets and the Statement of Activities, we represent the Township into two
categories of activity:

- Governmental activities - All of the Township’s basic services are reported here including
legislative, public safety, recreation & culture, and general government as well as special
capital projects. Property taxes, federal grants, and state shared revenues make up the
majority of revenue for these activities.

- Business-type activities — The Township will charge a fee to customers to cover the costs of
providing sewer services to its residents. The sewer services is the only activity reported.

Reporting the Township’s Most Significant Fands

Fund Financial Statements

Our analysis of the Township’s major funds begins on page 8. The fund financial statements begin
on page 12 and provide detailed information on the most significant funds - not the Township as a
whole. Some funds are required to be established by State law, and by bond covenants. However,
the Township Board of Trustees may establish other funds to help it control and manage money for
particular purposes or to show that it is meeting legal requirements for certain taxes, grants, and other

money.



MANAGEMENT DISCUSSION AND ANALYSIS (continued):

- Governmental funds - All of the Township’s services are reported in governmental funds
which focus on how money flows into and out of those funds and the balances that are left at
year-end that are available for spending. These funds are reported using an accounting
method called modified accrual accounting, which measures cash and all other financial
asscts that can be readily converted into cash. The governmental fund statements provide a
detailed short-term view of the Township’s general government operations and the basic
services it provides. Governmental fund information helps you to determine whether there
are more or fewer financial resources that can be spent in the near future to finance the
Township’s programs. We describe the relationship (or differences) between governmental
activities (reported in the Statement of Net Assets and Statement of Activities) and
governmental funds in a reconciliation which follows the fund financial statements.

- Proprietary funds — When the Township charges customers for the services it provides —
whether to outside customers or to other units of the Township — these services are generally
reported in proprictary funds. Proprietary funds are reported in the same way that all
activities are reported in the Statement of Net Assets and the Statement of Activities. In fact,
the Township’s enterprise fund (a component of proprietary funds) is the same as the
business-type activities that we report in the government-wide statements, but provide more
detail and additional information, such as cash flows, for proprietary funds.

The Township as a Trustee

The Township is the trustee, or fiduciary, for tax receipts and other collections, which are collected
for other agencies and held for a periodic payment to those agencies. We exclude these funds from
the Township’s other financial statements because the Township cannot usc these assets to finance
its operations. The Township is responsible for ensuring that the assets in these funds are used for
their intended purpose.



MANAGEMENT DISCUSSION AND ANALYSIS (continued):
The Township as a Whole

The Township’s net assets increased by $142,327.

Governmental Activities Business-Type Activities
2607 2006 2007 2006

Assets:
Current and other assets $ 330,940 § 289,10t b - § -
Capital assets {net) 1,324,860 1,307,796 266,273 -
Total Assets 1,655,800 1,596,897 266,273 -
Liabilities:
Current Habilities 36,811 39,708 240,000 -
Long-term debt outstanding 381,800 436,054 - -
Total Liabilities 418,611 475,762 240,000 -
Net Assets:
I[nvested in capital assets,

net of related debt 922296 871,742 26,273 -
Restricted 67,504 85,698 - -
Unrestricted 247,389 163,695 - .
Total Net Assets $ 1,237.180 % 1,121,135 % 26273 % -

Net assets of the Township’s governmental activities stood at $1,237,189 in 2007, up 10% from
2006 of $1,121,135. Unrestricted net assets, the part of net assets that could be used to finance the
day-to-day operations without constraints established by debt covenants, enabling legislation, or
other legal requirements stood at $247,389 and $163,695 i 2007 and 2006, respectively.



MANAGEMENT DISCUSSION AND ANALYSIS (continued):

Table 2
Changes in Net Assets

Governmental Activities Business-Type Activities
20067 2006 2007 2006
Revenues:
Program Revenues:
Charges for services 3 40960 § 36,187 $ - 3 -
Capital grants and contributions 105,295 - 26,273 -
General Revenues:
Property taxes 76,771 81,021 - -
Grants and contributions 55,236 82,582 - -
Other 11,823 8,565 - -
State revenue sharing 117,943 120,888 - -
Total Revenues 408,022 329,243 26,273 -
Program Expenses:
Legislative 25,332 29,528 - -
General government 108,125 113,026 - -
Pubtlic safety 59,398 60,219 - -
Public works 27,806 77,474 - -
Recreation and culture 19,425 23,736 - -
Interest 24,515 21,446 - -
Other 27,367 28,280 - -
Total Expenses 291,968 353,703 - -
Increase (decrease)} i net assets 116,054 (24,460} 26,273 -
Net assets - beginning 1,121,135 1,145,595 - -
Net assets - ending $ 1,237,189 § 1,121,135 $ 26273 § -

Governmental Activities

Revenues for the Township’s governmental activities totaled $408,022, while expenses were
$291,968. The excess of revenues over expenditures was $116,054 and is primarily due to capital
contributions received for the sewer project. Table three below reflects the cost of each of the
Townships five largest activities; General government, Public safety, Public works, and Recreation
and culture, and other, as well as each program’s net cost (total cost less revenues generated by the
activities). The net cost shows the financial burden that each function placed on the taxpayers.



MANAGEMENT DISCUSSION AND ANALYSIS (continued):

Table 3
Governmental Activities

Total Cost of Services Net Cost of Services

2007 2006 2007 2006
General govermment $ 108,125 $ 113,026 $ 70,372 $ 64,084
Public safety 59,398 60,219 16,138 21,226
Pubtic works 27,806 77474 {34,229) 51,463
Recreation and culture 19,425 23,736 19,425 18,913
Other 27,686 28,280 24,279 28,280

Totals $ 242,440 $ 302,735 3 96,185 3 183,966

THE TOWNSHIP’S FUNDS

The focus of the governmental funds of the Township is to provide information on near-term
inflows, outflows and balances in spendable resources. The fund information is useful to determine
short-tesm financing requirements and can be used to measure the Township’s net resources
available for spending at the end of the fiscal year.

For the current fiscal year the Township’s governmental funds reported total fund balance of
$326,489, of which $241,846 is unreserved. This total fund balance is an increase of $86,793 from
the 2006 total fund balance of $239,696 and is primarily due to the increase of federal grants and
loans received, as the sewer project was initiated during the year ended March 31, 2007.

General Fand Budgetary Highlights

Over the course of the year, the budget was amended several times. These amendments were made
to recognize changes to revenue or expenditures. The final budget projected a decrease in fund
halance in the amount of $64,300, while the actual results showed an increase to fund balance of

$76,012.
CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At fiscal vear ended March 31, 2007, the Township had $1,591,133, net of accumulated deprectation,
invested in a variety of capital assets including land and tmprovements, buildings and improvements,
equipment and furniture, vehicles, and construction in progress. The increase in total capital assets,
net of accurmnulated depreciation, from the 2006 total of $1,307,796 is due primarily to expenditures
incurred in construction of the sewer system, land improvement to the baseball field and the purchase
of fire safety equipment. (See table 4 below):



MANAGEMENT DISCUSSION AND ANALYSIS (continued):

Table 4
Capital Assets at Year-End
{Net of accumulated depreciation)

Governmental Activities Business-Type Activities

2007 2006 2007 2006
Land and improvements 3 50,795 $ 29300 % - $ -
Buildings and improvements 851,971 875,437 - -
Machinery and equipment 422,094 403,059 - -
Construction in progress - - 266,273 -

Total 3 1,324,860 31,307,796 § 260,273 $ -

DEBT

As of March 31, 2007 the Township had $642,564 in notes, bonds, and loans outstanding. The
Township made principal payments on long-term debt totaling $33,490.  The Township also
borrowed $240,000 for short term financing related to the sewer project which is recorded under
business-type activities.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The Township Board and Township management will consider many factors when setting the fiscal
year budget, tax rates and fees that will be charged for services. We expect to begin on the
construction of our sewer system in fiscal vear 2008, with the financing of the project in place, the
anticipated completion date of the project is expected to be in fiscal year 2009,

CONTACTING THE TOWNSHIP’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers and customers, as well as
investors and creditors with a general overview of the Township’s finances and to show the
Township’s accountability for the revenues it receives. If you have questions about this report or
need additional information, contact the Township Supervisor at the Bark River Township Hall,
5849 D Road, Bark River, MI 49807.
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TOWNSHIP OF BARK RIVER
STATEMENT OF NET ASSETS

March 31, 2007
Primary Government
Governmental Business-Type
Activities Activities Total
ASSETS
Current assels:
Cash and cash equivalents
Unrestricted 3 263,633 $ - ) 263,635
Restricted 40,628 - 40,028
Taxes Recetvable 7,174 - 7,174
Due from State 18,838 - 18,838
Miscellaneons accounts receivable 665 - 665
Total current assets 330,940 - 330,940
Noncurrent assets:
Capital assets, net of accumulated
depreciation 1,324,860 266,273 1,591,133
Total assets $ 1,655,800 $ 266,273 § 1,822,073
LIABILITIES
Current liabilities:
Accounts payable 3 4,451 3 - $ 4,451
Accrued interest expense 11,596 - 11,596
Long-term liabilities due within one year:
Noles payable 13,764 240,000 253,704
Loan payable 7,006 - 7,000
36,811 240,600 276,811
Long-term liabilities:
Notes payable 115,500 - 115,500
Loan payable 266,300 - 266,300
Total long-term labilities 381,800 - 381,800
Total liabilities 418,611 244,000 658,611
NET ASSETS
Invested in capital assets, net of related debt 922,296 26,273 948,569
Restricted for:
Nonexpendable - Cemetery 38,915 - 38,915
Expendable:
Debt service 28,589 - 28,589
Unrestricted 247389 - 247,389
Total net assets 1,237,189 26,273 1,263,462
TOTAL LIABILITIES AND NET ASSETS $ 1,655,800 $ 266,273 § 1,922,073

See accompanying notes to financial statements.
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TOWNSHIP OF BARK RIVER

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

March 31, 20067

Total fund balances for governmental funds

Total net assets reparted for governmental activities in the statement of net assets

is different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. Those assets consist of:

Land and land improvements

Buildings and improvements

Machinery and eguipment
Accumulated depreciation
Total capital assets

Long-term Habilities applicabie to the Township's governmental activities are not

due and payable in the current period and accordingly are not reported as
fund liabzlities. Interest on long-term debt is not accrued in governmental
funds, but rather is recognized as an expenditure when due. All liabilities,
both current and long-term, are reported in the statement of net assets.

Notes payable
Loan payable

Accrued interest on long-term debt

Total net assets of govermmental activities

See accompanying notes {o financial statements.
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$ 326,489
76,536
1,082,708
580,390
(414,774)

1,324,860

(129,264)

(273,300)

(11,596)

$ 1,237,189
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TOWNSHIP OF BARK RIVER
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended March 31, 2007

Net changes in fund balances - total governmental funds 5 86,793

The change in net assets reported for governmental activities in the
statemnent of activities is different because:

Governmental funds report capital outlays as expenditures. However, in the Statement

of Activities, the cost of those assets are capitalized and the cost of those assets are

allocated over their estimated useful lives and reported as depreciation expense. This

is the amount by which capital outlays ($76,430) exceeded depreciation expense ($59,367). 17,063

Repayment of principal is an expenditure in the governmental funds but
reduces the liability in the Statement of Net Assets.

Principal repayments:
Note principal 33,450

Net change in deffered revenue which was recognized as revenue in the
prior year in the statement of activities. (16,926)

Interest on fong-term debt is not recognized under modified accrual
basis of accounting until due. Net change in interest acerual is: (4,366)

Receipt of a Bond Anticipation note from Northern Michigan Bank is
inciuded as revenue in the governmental funds, but is recorded as a liability

on the Statement of Net Assets under business-type activities,

Proceeds from loan:
Lean payable (240,000}

Amounts reported as an expenditure in the governmental funds, but were reported
as capital contributions in the Statement of Activities under business-type activities. (26,273)

Amounts reported as capital outlay in the govermmental funds, but were capitalized
in the Statement of Net Assets under business-type activities for the sewer project. 266,273

Changes in net assets of governmental activities 3 116,054

See accompanying notes to financial statements.
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TOWNSHIP OF BARK RIVER
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

March 31, 2007
Sewer Fund
ASSETS
Current assets:
Cash and cash equivalents
Unrestricted b -
Noncurrent assets:
Capital assets, net of accumulated depreciation 260,273
Total assets $ 266,273
LIABILITIES
Current Habilities
Note pavable $ 240,000
NET ASSETS
Invested in capital assets, net of related debt 20,273
Unrestricted .
Total net assets 26,273
TOTAL LIABILITIES AND NET ASSETS 3 200,273

See accompanying notes to financial statements.
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TOWNSHIP OF BARK RIVER

PROPRIETARY FUNDS
For the Year Ended March 31, 2007

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

OPERATING REVENUES:
Charges for services
Rental and interest income
Total operating revenue
OPERATING EXPENSES:
Supplies

Operating income (loss)

NONOPERATING REVENUES (EXPENSES):

Capital contributions
Change in net assets
Total net assets - beginning

Total net assets - ending

See accompanying notes to financial statements.
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Sewer Fund

3 .
26,273
26,273
$ 26,273




TOWNSHIP OF BARK RIVER
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended March 31, 2007

Sewer Fund

CASH FLOWS FROM OPERATING ACTIVITIES 3 -

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Purchase of capital assets (266,273)
Capital contributions 26,273
Proceeds from the issuance of debt instruments 240,000

Net cash provided {used) by capital and related financing activities -

Net increase {decrease) in cash and equivalents -

Cash and equivalents, beginning of year

Cash and equivalents, end of year 3 -

Reconciliation of operating income (loss) to net
cash provided by operating activities:
Operating income (loss) $

Adjustments to reconcile operating income (loss)
to net cash provided by operating activities:
Changes in assets and liabilities 3 -

See accompanying notes o financial statements.
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Township’s Statement of Net Assets includes the accounts and funds of all Township operations.
The Township was organized under the provisions of the Michigan constitution. The Township is
operated under a commission form of government and provides services in the following areas: roads,
public improvements, fire safety, sewer system and general administrative services.

The accounts of the Township have been maintamed in accordance with the balanced fund principles of
accounting for governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard setting body for establishing governmental accounting and financial reporting principles. The
financial statements have been prepared in accordance with GASB Statement 34, Basic Financial Statements
and management's Discussion and Analysis. GASB 34 significantly changes financial reporting for
governmental agencies by adding government-wide financial statements, and management’s discussion and
analysis. The following is a summary of the more significant policies and financial reporting
descriptions:

(1) Governmeni-Wide Financial Statements - The Statement of Net Assets and Statement of
Activities display information about the Township as a whole. They include all funds of
the Township except for fiduciary funds. The statements distinguish between
governmental and business-type activities. Governmental activities generally are
financed through taxes, infergovernmental revenues, and other non-exchange revenues.
Business-type activities are financed in whole or in part by fees charged fo external
parties for goods or services.

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function. Program revenues inchide charges to
customers or applicants who purchase, use or divectly benefit from goods or services
provided by a given function and grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function. Taxes and other items not
properly included among program revenues are reported as general revenues.

Fund Accounting — The accounts of the Township are organized on the basis of funds, each of
which is considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity,
revenues, and expenditures or expenses, as appropriate. Government resources are ailocated to
and accounted for in individual funds based upon the purposes for which they are to be spent and
the means by which spending activities are controlled. Funds are organized into three major
categories: governmental, proprietary and fiduciary. An emphasis is placed on major funds
within the governmental and proprietary categories. The General Fund is always considered a
major fund and the remaining funds of the Township are considered major if it meets the
following criteria:

a. Total assets, liabilities, revenues or expenditures/expenses of that individual
governmental or enterprise fund are at least 10 percent of the corresponding total for
all funds of that category or type; and

b.  Total assets, liabilities, revenues or expenditures/expenses of the individual
governmental fund or enterprise fund are at Jeast 5 percent of the corresponding total
for all governmental and enterprise funds combined.
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Township reports the following as major governmental funds in accordance with the above
criteria:

General Fund ~ as described below;
Sewer Construction Fund — this fund accounts for the expenditures required to construct

the Township’s sewer system and to account for the federal revenues received m
constructing this system.

Chip-In Casino Fund — this fund is used to account for grant funds received from the
casino located in the Township.

Fire Hall Tax Fund — this fund is used to account for the accumulation of cash resources
for debt retirement and for the payment of principle and interest on long-term debt not
paid through the General Fund.

Fire Equipment Fund - this fund is used to account for resources set aside by the
Township Board for fire equipment acquisitions, including debt service on related debt.

Cemetery Perpetual Care Fund — as described below under permanent funds.

The funds of the Township are described below:
GOVERNMENTAL FUNDS

General Fund — The General Fund is the general operating fund of the Township. It is
used to account for all financial resources except those required to be accounted for in
another fund.

Special Revenue Funds — Special Revenue Funds are used to account for the proceeds of
specific revenue sources (other than special assessments, expendable trusts, or major
capital projects) that are legally restricted to expenditures for specific purposes.

Capital Project Funds — Capital Project Funds are used to account for the expenditures
relating to acquiring specific capital assets and the revenues that are received to fund that
project.

Permanent Funds — Permanent funds are used to account for resources that are legally
restricted to the extent that only eamings, and not principal, may be used for purposes
that support activities that benefit the Township’s citizens. The only permanent fund
maintained by the Township is the Cemetery Trust Fund {Perpetuat Care), which is
reported on as a major fund.
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCTAL STATEMENTS
March 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(2)

PROPRIETARY FUNDS

Enterprise Funds — Enterprise funds are used to account for operations (1) that are
financed and operated in a manner similar to private business enterprises where the intent
of the governing body is that the cost (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges; or (2) where the governing body has decided that
periodic determination of revenues ecarned, expenses incurred, and/or net income is
appropriated for capital maintenance, public policy, management control, accountability,
or other purposes. Operating revenues and expenses for propriefary funds is defined as
those that result from providing services and producing and delivering goods and/or
services. It also includes all revenue and expenses not related to capital and related
financing, noncapital financing or investing activities.

FIDUCIARY FUNDS

Trust and Agency Funds — Trust and Agency Funds are used to account for assets held by
the Township in a trustee capacity or as an agent for individuals, private organizations,
other governments and/or other funds. Trust and Agency Funds are custodial in nature
(assets equal liabilities) and do not involve measurement of resuits of operation. The
Township’s fiduciary funds are both agency funds, the Current Tax Collection Fund and
the Trust and Agency Fund. The agency funds had no assets or liabilities as of March 31,
2007.

Basis of Accounting — Basis of accounting refers to when revenues and expenditures or
cxpenses are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the fiming of the measurements made, regardless of the
measurement focus applied.

The Government-wide financial statements use the economuc resources measurement
focus and the full accrual basis of accounting which also include the proprietary fund
financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of the related cash flows. Property
taxes are recognized in the vear in which they are levied.

Governmental fund financial statements are reported using the modified accrual basis of
accounting. Their revenues are recognized when they become measurable and available
as net current assets. For this purpose, the Township considers revenue to be available if
they are collected within 60 days of the end of the current fiscal period. State shared
revenues, charges for services and interest earnings are accrued since they are measurable
and available. Revenues from federal and staie grants received as reimbursements for
specific purposes of projects are recognized when the expenditure is incurred. When
both general purpose and restricted revenues are available for use, it is the Township’s
policy to use restricted resources first.
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS
March 31, 2067

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(3)

(4)

(%)

(6)

Expenditures are generally recognized under the modified accrual basis of accounting
when the related fund liability is incurred. An exception to this general rule is principal
and mnterest on general long-term debt, which is recognized when due.

As allowed by GASB Statement No. 29, the Township has elected not to apply the FASB
statements and interpretations issued after November 30, 1989 to its business-type
activities and proprietary funds.

Budgets and Budgetary Accounting — The Township prepares and adopts budgets on a
cash basis. Unexpended appropriations lapse at the end of the fiscal year. The
Township’s General Fund expenditure budget is adopted at the activity level. The
Township also adopts special revenue and debt service fund budgets, which adopt
expenditures at the account level. The Township Supervisor is respensible for the
preparation and monitoring of the budget. The Township Board is responsibie for the
approval of the original budgets and any subsequent amendments.

Property Taxes — The Township’s annual property tax on real and personal property
within the Township is levied on December 1, and is based on the taxable valuation of
property as of the preceding December 31. In addition to collecting their own taxes, the
Township also acts as collection agent for all over-lapping governments in the Township.
The Township’s portion of the tax is collected between December 1 and February 28.
Delinquent real property taxes are subsequently turned over to the County which
maintains a tax revolving fund which permits the County to pay the Township 100% of
the delinquent real taxes within approximately two or three months after the delinquency
date of February 28. '

The Township generally recognizes property taxes as revenue in the year the taxes are
levied. The Township considers payments received from the County Treasurer as part of
the tax settlement as available if they are received within 90 days of the Township’s
fiscal year end. For the current year the Township levied 1.7001 mills for general
operating purposes and .8 mills for debt service.

Cash and Cash Equivalents — The Township’s cash and cash equivalents as reported in
the Statement of Net Assets and that Statement of Cash Flows are considered to be cash
on hand, demand deposits and short-term investments with maturities of three months or
less or where there is no loss of principal upon early withdrawal.

Receivables — All receivables are reported af their gross value and, where appropriate, are
reduced by the estimated portion that {s expected to be uncollectible. The Township has
not recorded an allowance for uncollectibles as the Township does not anticipate any
material uncollectible accounts.
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAIL STATEMENTS
March 31, 2607

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

7

(8)

)

Capital Assets — Capital assets, which include property, buildings, equipment and
infrastructure assets, are reported in the government-wide financial statements. Capital
assets are defined by the Township’s assets with an initial individual cost of more than
$2,500 and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. The Township has
elected not to report, nor is it required to report, its major general infrastructure assets per
GASB Statement No. 34.

Types of property generally not recorded as capital assets would include certam office
furniture and equipment, and various fire services equipment and turn-out gear. The cost of
normal maintenance and repairs that do not add to the value of the asset or materially extend
its life are not capitalized. Major outlays for capital assets and improvements are capitalized
as projects are constructed.

Capital assets are depreciated using the straight-line method over the following useful
lives:

¢ Buildings 7 1o 50 years
e Fire Vehicles 15 to 20 years
e« Equipment and Furnishings 10 to 15 years

Capital asscts are recorded as and asset and depreciated for the government-wide
financial statements but are not recorded in the governmental fund financial statements.
The acquisition of capital assefs is reported as an expenditure in the governmental fund
finanicial statements when acquired.

Other Financing Sources (Uses) — The transfers of cash between the various Township
funds are budgeted but reported separately from revenues and expenditures as operating
transfers in or (out), unless the represent temporary advances that are to be repaid, in
which case, that are carried as assets and liabilities of the advancing or borrowing funds
as due to or due from other funds, The purpose of the operating tranfers is to cover
operating expenses of a particular fund.

Use of Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimates.

NOTE B - CASH AND EQUIVALENTS

Michigan statutes authorize the Township to invest in bonds, other direct obligations and repurchase
agreements of the United States, certificates of deposit, savings accounts, deposit accounts or receipts of a
bank which is a member of the FDIC, commercial paper, bankers’ acceptances of United States banks,
obligations of the State of Michigan and its political subdivisions, external investment pools, and certain

mutual funds.
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE B — CASH AND EQUIVALENTS

Attorney General’s Opinion No. 6168 states that public funds may not be deposited in financial
institutions located in states other than Michigan.

Cash and cash equivalents consist solely of checking and saving account deposits, and CD’s.

The composition of cash and equivalents as reported on the Statement of Net Assets for the Township are
presented below:

Carrying Bank
Amount Balance
Deposits:
Insured (FDIC) $ 200000 $ 200,000
Uninsured 104,263 105,837

Total of Cash and Eguivalents $ 304263 5 305837

Government-Wide Statement of Net Assets presentation:
Cash and equivalents:

Unrestricted $ 263,635
Restricted 40,628
$ 304,263

Interest Rate Risk. The Township carries no significant interest rate risk as all of its holdings are in bank
accounts with a high degree of liquidity.

Credit Risk. State law limits investments in commercial paper to the top two ratings issued by nationally
recognized statistical rating organizations with a maximum maturity of 270 days. The Township has no
investments in commercial paper.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure the
Township’s deposits may not be returned. At March 31, 2007, the Township held $305,837 i deposits
with financial institutions, in which $105,837 was uninswred and uncollateralized. Although such
deposits exceed federally insured limits, they are in the opinion of management, subject to minimal risk.

Concentration of Credit Risk. The Township has no significant concentration of credit risk due to the fact
that its deposits are with area banks.

Foreign Currency Risk. The Township has no foreign currency risk as it has no deposits or investments
in foreign currency.

The Township’s investment policy requires that the Township invest excess monies in interest bearing
accounts or certificates of federally insured banks located in the State of Michigan and is in compliance
with statutory requirements established by the State. However, the Townships investment policy does not
address any of the above risks.

NOTE C - RESTRICTED CASH

Total restricted cash for the Township at March 31, 2007 is $40,628 which is for cemetery perpetual care.
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS

March 31, 2007

NOTE D - INTERFUND TRANSFERS

Interfund transfers for the year ended March 31, 2007 are as follows:

Fund Transfer In Fund Transfer Out
Non-magor funds kY 23,202 General Fund $ 17,700
Chip-In Casmo 5,502
CGeneral Fund 97,095 Chip-In Casino 39,505
Sewer Construction 57,590
Sewer Construction 6,200 Chip-In Casino 5,200
S 126,497 3 126,497
NOTE E - CAPITAL ASSETS
Capital asset activity for the year ended March 31, 2007, is as for:
Balance at Balance at
04/01/06 Additions Disposals G3/31/07
Governmental activities:
Assets not subject to depreciation:
Land $ 293600 % - - $ 29,300
Assets subfect to depreciation:
Land improvements 23,000 22,236 - 47.236
Buildings and improvements 1,082,708 - - [,082,708
Machinery and equipment 526,196 34,194 - 580,390
Total assets subject to depreciation 1,633,904 76,430 - $ 1,710,334
Total capital assets 1,663,204 76,430 - $ 1,739,634
Less accumulated deprectation:
Land improvements 25,000 741 - 25,741
Buildings and improvements 207,271 23,466 - 230,737
Machinery and equipment 123,136 35,160 - 158,296
Total accumulated depreciation 355,407 59,367 - § 414774
Net governmental activities
capital assets $ 1,307,797 % 17,063 - $ 1,324,860
Business-type activities:
Assets not subject to depreciation:
Construction i progress 3 - § 266,273 - $ 206,273




TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE E - CAPITAL ASSETS (Continued)

Depreciation expense was charged to the governmental activities as follows:

General government b 16,330
Public safety 37,268
Recreation and culture 5,765

Total governmental
activities depreciation expense 3 59,367

NOTE F - LONG-TERM DEBT

Long-term debt in the government-wide financial statements consists of bonds and notes payable. A
summary of changes in these long-tern debt amounts is as follows for the year ended March 31, 2007:

Amounts
RBalance Balance Due Within
4/1/2006 Additions Retirements 3/31/2007 One Year

Governmental activities;
Fire Hall Bond $ 2943060 % - b 21,000 0§ 273300 % 7,000
Tire Truck Installment Note 132,500 - 8,000 124,500 9,000
Installment Contract 9,254 - 4,490 4,764 4,764
$ 430,054 % - $ 33490  § 402564 % 20,764

Business-type activities:
Bond Anticipation Note 3 - $ 240,000 3 - $ 240,000 $ 240,000

Bonded debt proceeds were used for the construction of a new fire hall. The unlimited tax general
obligation bonded debt is held by the federal government and requires semi-annual interest payments at
4.75% and vrincipal payments on an annual basis. An additional principal payment was made of 515,000.
This amount reduced the final principal payment on the schedule below.

The instaliment note proceeds were used for the purchase of fire equipment. The Immited tax general
obligation notes are held by the federal government and require semi-annual interest payments at a rate of
4.625% and principal payments on an annual basis.

The installment purchase contract was used to acquire equipment and requires annual payments, including
interest with an imputed interest rate of 6%.

In fiscal year 2007, the Township borrowed $240,000 to cover engineering and other refated costs
associated with the sewer project until such time the Township receives its loan and grant proceeds from
the United States Department of Agriculture, which will be used to payoff the $240,000 borrowing. The
interest rate is 5.1% with the principal and interest due in November 2007,
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE F — LONG-TERM DEBT (Continued)

Principal and interest payments expected to be made through matuarity on the bonds and notes are as
follows:

Principal Interest Total
Governmental activities:
Year ended March 31, 2008 $ 20,764 $ 18,873 § 39,037
Year ended March 31, 2009 17,600 17,825 34,825
Year ended March 31, 2010 18,600 17,042 35,042
Year ended March 31, 2011 18,500 16,164 34,664
Year ended March 31, 2012 18,500 15,298 33,798
Five years ended March 31, 2017 109,500 62,212 171,712
Five years ended March 31, 2022 76,000 37,8064 113,864
Five years ended March 31, 2027 83,000 19,998 102,998
Five years ended March 31, 2031 41,300 2,149 43,449

$ 402,504 5 207425 $ 609,989

Business-type activities:
Year ended March 31, 2008 $ 240,000 $ 13,051 § 253,051

NOTE G — PENSION PLAN

The Township maintains two defined contribution plans which cover substantially all non-seasonal
employees meeting the minimum participation age of 18. The plan covering general township employees
requires annual contributions at 8% of gross camings. The second plan covers Board Trustees and
firemen and requires contributions as 25% of gross earnings. Contributions are funded annually based on
plan years beginning July 1 and ending June 30. Total contributions paid in the current year were $5,200.

The Township also maintains a salary deferral plan which permits officers and certain employees to defer
salary under section 457 of the Internal Revenue Code. Total deferrais for the years ended March 31,
2007 were $4,296.

NOTE H - RISK. MANAGEMENT

The Township is exposed to various risks of loss related to property loss, torts, errors, omissions, and
employee injuries (workers’ compensation). The township’s principal resource used to manage these
risks is through the purchase of commercial property and liability insurance policies. As of March 31,
2007, the Township had no outstanding claims which exceeded the coverage limits and there has been no
significant reduction in insurance coverage over the past three years.

NOTE [~ COMMITMENTS

The Township has commitied to a sewer construction project at an estimated amount of $4,597.000. The
funding for this project has been approved by the United States Department of Agriculture in the
following amounts; U.S.D.A. loan for $1,132,000; U.S.D.A. grant for $2,465,000. Additional tunds for
the project have been committed from a Clean Michigan Initiative Clean Water Grant in the amount of
$1,000,000. The Township expects to begin construction on the project in fiscal year 2008,
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TOWNSHIP OF BARK RIVER
NOTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE J - BUDGET NONCOMPLIANCE

Public Act 621 of 1978, as amended, requires the adoption of a balanced budget for the General Fund and
special revenue funds, as well as budget amendments as needed to prevent actual expenditures from
exceeding those provided for in the budget.

The following funds had an excess of expenditures and other uses over appropriations:

Budget : Actual Variance
Chip-In Casino Fund h - $ 51,207 $  (51,207)
Fire Hall Tax Fund 30,000 34,439 (4,439)

NOTE K - FUND EQUITY RESERVES

Fund equity has been reserved for the following purposes:

(1)

(2)

)

(4)

In the Fire Hall Tax Fund, fund balance has been reserved in the amount of $28,589 for
debt service.

In the Cemetery Perpetual Care Fund, fund balance has been reserved in the amount of
$40,268 for care of the cemetery.

In the Road Fund, fund balance has been reserved in the amount of $9,174 for future road
malntenance.

In the Liquor Law Enforcement Fund, fund balance has been reserved m the amount of
$6.252 for law enforcement activities.

NOTE L - RESTRICTED NET ASSETS

Total net assets which is restricted by enabling legislation amounted to $67,504 for governmental

activities.
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TOWNSHIP GF BARK RIVER
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended March 31, 2007

Actual Amounts, Variance with
Budgeled Amounts (Budgetary Basis) Final Budget-
Original Final (See Note A) Positive (Negative)
REVENUES:
Taxes 3 58,700 % 38,700 § 66,926 % 8,226
State sources 120,000 120,000 117,943 {2,057)
Federal grants - - 43,260 43,260
Local sources - - 6,896 6,890
Charges Tor services 500 500 850 350
interest and rentals 30,500 30,5460 31,808 1,308
Other - - 3,407 3,407
Toetal revenues 209,700 209,700 271,090 § 61,390
EXPENDITURES:
Legislative:
Board of commissioners 44,000 40,000 25,013 14,687
Creneral government:
Supervisor 13,000 13,000 12,536 464
Clerk 12,000 12,000 11,456 544
Treasurer 12,000 12,000 11,389 611
Elections 1,500 2,300 2,304 196
Board of review 1,500 1,500 939 561
Assessor 7,600 7.000 5,548 1,452
Cemetery 3,600 3,000 - 3,600
Planning and Zoning 2,600 2,000 1,562
Senior Center 50,000 30,000 39,288 10,712
Public works: -
Street Hghting 12,000 12,000 9,879 2,121
Roads 30,000 30,000 12,041 17,959
Sewer study 10,000 10,000 5,886 4,114
Recreation and culture:
Recreation and parks 30,000 42,000 13,656 28344
Capital Outlay
General - - 11,236 (11,236)
Parks & Recreation - - 22,236 (22,236)
Fire department 28,000 58,000 42,959 15,041
Debt service:
Principal & Intcrest 14,000 14,000 14,200 {5,200)
Other;
Employee benefits 5,560 5,500 5,206 300
Insurance & bonds 24 006G 24,660 21,827 2,173
Social Security 500 500 318 182
Total expenditures 286,060 339,000 274,473 64,527
Excess revenues (expenditures) (86,200) (129,300} {3,383} 125,917
OTHER FINANCING SOURCES (USES)
Transfers to other Funds - - 17,700 (17,700}
Transfers from Other Funds 435,000 65,000 97,095 32,005
Net change in fund balance (41,300) {64,300) 76,012 140,312
Fund balances - beginning 66,003 66,003 66,003 -
Fund balances - ending ) 24,703 § 1,763 § 142,018 § 140312




TOWNSHIP OF BARK RIVER
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
CHIP-IN CASINO FUND
For the Year Ended March 31, 2007

Actual Amounts, Variance with
Budgeted Amounts {Budgetary Basis) Final Budget-
Original Final {See Note A} Positive (Negative)
REVENUES:
Local sources 3 - $ - g 55,230 % 55,230
Interest - - 766 760
Total revenues - - 35996 % 55,996
EXPENDITURES - - -
Excess revenues {expenditures) - - 55,996 55,996
OTHER FINANCING SOURCES:
Operating transfer out - - {51,207} {51,207)
Net change in fund balance . - 4,789 4,789
Fund balances - beginning - - 28,479 28,479
Fund balances - ending $ - 3 - $ 33,268 § {33,268)
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FIRE HALL TAX FUND

TOWNSHIP OF BARK RIVER
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

For the Year Ended March 31, 2007

REVENUES:
Taxes

EXPENDITURES:
Debt service

Excess revenues {expenditures)

Fund balances - beginning

Fund balances - ending

Actual Amounts,

Variance with

Budgeted Amounts {Budgetary Basis) Final Budget-
Original Final {Sce Note A} Positive (Negative)
3 23,172 § 23,172 % 26,771  $ 3,599
21,000 30,000 34,439 {4,439
2,172 (6,828) (7,668) (840)
36,257 36,257 36,257 -
$ 38429 3 20,429 § 28,589 8 (840)
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TOWNSHIP OF BARK RIVER
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUPGET AND ACTUAL
SEWER CONSTRUCTION FUND
For the Year Ended March 31, 2007

Actual Amounts, Variance with
Budgeted Amounis (Budgetary Basis) Final Budget-
Original Final {See Note A) Positive (Negative)
REVENUES:
State Grants $ - 5 - $ 84920 % 84,920
EXPENDITURES:
Salaries - - 241 {241)
Office Supplies - - 78 {78}
Attorney Fees - - 7,604 (7,604)
Other Legal - - 5,500 (5,500)
Miscellaneous - - 22 (22)
Sewer construction/engineering - - 253,169 (253,169)
Total Expenditures - - 266,014 (266,614)
Excess revenues (expenditures) - - {181,694) (181,694)
OTHER FINANCING SOURCES (USES):
Loan Proceeds - - 240,000 240,600
Transfers from Other Funds - - 6,200 6,200
Transfers to Other Funds - - (57,590) {57,590)
Total other financing sources - - 188,610 188,610
Net change in fund balance - - 6,916 6,916
Fund balances - beginning - - - -
Fund balances - ending $ - 3 - 5 6,916 & 6,916
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TOWNSHIP OF BARK RIVER
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
SPECIAL ASSESSMENT - FIRE EQUIPMENT
For the Year Ended March 31, 2007

Actual Amounts, Variance with
Budgeted Amounts (Budgetary Basis) Firal Budget-
Original Final (Sce Note A) Positive (Negative)
REVENUES:
Interest $ - 3 - $ 1,339 % 1,339
EXPENDITURES - - - -
Excess revenues (expenditures) - - 1,339 1,339
Fund balances - beginning - ' - 13,016 33,016
Fund balances - ending $ - 5 - 3 34355 % 34,353




TOWNSHIP OF BARK RIVER
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
PERPETUAL CARE FUND
For the Year Ended March 31, 2007

REVENUES:

Charges for Services

Interest

Total revenues

EXPENDITURES

Excess revenues {expenditares)
Fund balances - beginning

Fund balances - ending

Actual Amounts,

Variance with

Budgeted Amounts (Budgetary Basis) Final Budget-

Original Final (See Note A) Positive {Negative)
- 3 3 600§ 600

- 1,309 1,309

1,909 1,909

- 1,909 1,909

38,719 38,719

$ 3 40,628 § 40,628
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Kristine P Berhow, CPA, Principal
Alan M. Stotz, CPA, Principal
Raymond B. LaMarche, CPA, Principal

ANDERSON, TACKMAN & COMPARNY, PLC Erkki M. Peippo, CPA, PC, Principal

CERTIFIED PUBLIC ACCOUNTANTS
Kevin C. Pascoe, CPA

OFFICES IN MICHIGAN AND WISCONSIN

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Members of the Township Board
Township of Bark River

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Township of Bark River,
Michigan, as of and for the year ended March 31, 2007, which collectively comprise the Township of
Bark River, Michigan’s basic financial statements and have issued our report thereon dated July 20,
2007. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In plamming and performing our audit, we considered the Township of Bark River, Michigan’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Township of Bark River, Michigan’s internal contro! over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Township of Bark River,
Michigan’s internal control over financial reporting.

A control deficiency exists when the design or operation of a confrol does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency 18 a controi deficiency, or combination of
control deficiencies, that adversely affects the Township of Bark River, Michigan’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the
Township of Bark River, Michigan’s financial statements that is more than inconsequential will not be
prevented or detected by the Township of Bark River, Michigan’s intemal control.

A material weakness Is a significant deficiency, or combination of significant deficiencies, that results m
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Township of Bark River, Michigan’s internal control,

Our consideration of internal control over financia! reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.
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Complance and Other Matters

As part of obtaining reasonable assurance about whether the Township of Bark River, Michigan’s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Township of Bark River, Michigan, in
a separate letter dated July 20, 2007. :

This report is intended solely for the information and use of management, the Township Board, and
federal awarding agencies and pass-through entities and is not intended to be and shouid not be used by
anyone other than these specified parties.

Anderson, Tackman & Company, PLC
Certified Public Accountants

Tuly 20, 2007
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Kristine P. Berhow, CPA, Principal
Alan M. Stotz, CPA, Principal
Raymond B, L.aMarche, CPA, Principal

ARDERSOR, TACKMAN & COMPARNY, PLC Erkki M. Peippo, CPA, PC, Principal

CERTIFIED PUBLIC ACCOUNTANTS
Kevin C. Pascoe, CPA

OFFICES IN MICHIGAN AND WISCONSIN

REPORT TO MANAGEMENT

Members of the Board of Trustee’s
Township of Bark River, Michigan

We have audited the financial statements of the Township of Bark River, Michigan for the year ended
March 31, 2007, and have issued our reports thercon dated July 20, 2007. Our professional standards
require that we make several communications to you, the purpose of which is to assist you with
additional information regarding the scope and results of the audit that may assist you with your
oversight responsibilities of the financial reporting process for which management is responsible.

Our Responsibilitv under U.S. Generally Accepted Auditing Standards and Govermment Auditing
Standards

Our responsibility, as described by professional standards, is to plan and perform our audit to obtamn
reasonable, but not absolute assurance that the financial statements are free of maternal misstatement
and are fairly presented in accordance with accounting principles generally accepted in the United
States of America. Because an audit is designed to provide reasonable, but not absolute assurance and
because we did not perform a detailed examination of all transactions, there is a risk that matenial
errors, irregularities, or illegal acts, including fraud and defalcations, may exist and not be detected by
us.

As part of our audit, we considered the internal control structure of the Township of Bark River,
Michigan. Management has the responsibility for adopting sound accounting policies, for maintaining
an adequate and effective system of accounts, for safeguarding assets and for maintaining the structure
of the internal control system to help assure the proper recording of transactions. Our consideration of
the system of internal control was solely for the purpose of determining our auditing procedures and
not to provide any assurance concerning such internal control structure.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of the Township of Bark River’s compliance with certain provisions
of laws, reguiations, contracts, and grants. However, the objective of our tests was not to provide an
opinion on compliance with such provisions.

Significant Accounting Policies

Management has the responsibility for selection of appropriate accounting policies. In accordance
with the terms of our engagement, we will advise management of the appropriateness of the accounting
policies and their application. The significant accounting policies used by the Township of Bark
River, Michigan are described in Note A of the financial statements.
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Members of the Board of Trustee’s
Township of Bark River, Michigan

We noted no transactions entered into by the Township of Bark River, Michigan during the year that
were both significant and unusual, and of which, under professional standards, we are required to
inform you, or transactions for which there 1s a lack of authoritative guidance or consensus.

Management Judements and Accounting Estimates

Some accounting estimates are utilized in financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensifive because of their significance to
the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. Our conclusions regarding the reasonableness of the estimates are
based on reviewing and testing the historical data provided by management and using this data to
compute the estimates. The most sensitive estimates affecting the financial statements were the useful
lives of property and equipment for the purpose of calculating depreciation.

Sienificant Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except through
our auditing procedures. Our audit adjustments, individually and in the aggregate, do not have a
significant effect on the financial reporting process.

Disacreement with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether significant or not resolved to our satisfaction concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditor’s report. We are
pleased to report that no such disagreements arose during the course of our audit.

Consultation with Other Independent Accountants

In some cases, management may decide to consult with other accountants about accounting and
auditing matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the financial statements of the Township of Bark
River, Michigan or a determination of the type auditor’s opinion to be expressed on those statements,
our professional standards require the consulting accountant to advise us as to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Township of Bark River’s
auditors. However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention.



Members of the Board of Commissioners
Township of Bark River, Michigan

Difficulties Encountered m Performing the Audit

We encountered no difficulties in dealing with management in the performance of our audit.

In planning and performing our audit of the financial statements of the Township- of Bark River,
Michigan, for the year ended March 31, 2007, we considered the Township of Bark River, Michigan’s
internal control structure to determine our auditing procedures for the purpose of expressing an opinion
on the financial statements and not to provide assurance on the internal control structure.

However, during our audit we became aware of matters that are opportunities for strengthening
internal controls and operating efficiency. The memorandum that accompanies this letter summarizes
our comments and recommendations regarding those matters. This letter does not affect our report
dated July 20, 2007, on the financial statements of the Township of Bark River, Michigan.

We have already discussed many of these comments and suggestions with various Township
personnel, and we will be pleased to discuss them in further detail at your convenience, to perform any
additional study of these matters, or to assist you in implementing the recommendations.

This information is intended solely for the use of members of the Township Board, management of
Bark River Township and federal and state agencies and is not intended to be and should not be used
by anyone other than these specified parties.

< DL,

Anderson, Tackman & Compny, PLC
Certified Public Accountants

Tuly 20, 2007



TOWNSHIP OF BARK RIVER. MICHIGAN

COMMENTS AND RECOMMENDATIONS

March 31, 2007

Budeetf Non-Compliance

Comment:

Public Act 621 of 1978, as amended, requires the adoption of a balanced budget for the General
Fund and Special Revenue Funds as well as budget amendments as needed to prevent actual
expenditures from exceeding those provided for in the budget. Expenditures were in excess of
appropriations in the following funds:

Total Budget
Appropriation Expenditures Variance
Chip-In Casino Fund $ - 3 51,207 3 (51,207)
Fire Hall Tax Fund 30,000 34,439 (4,439)
Recommendation:

We recommend that budgets be amended as necessary to prevent expenditures from exceeding
appropriations.

Bank Reconciliations

Comment:
We noted bank reconciliations were not completed at year end.
Recommendation:

We recommend that all cash accounts be reconciled to the general ledger on a monthly basis in
order to strengthen internal controls over cash.

Credit Card and Investment Policy

Coemment:

Per inquiry with Township personnel, the Township has not formally adopted a credit card and
investment policy as required by the State of Michigan.

Recommendation:

A formal policy should be adopted by the Township Board for investment of Township funds
and the use of Township credit cards.



